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Highlights 


Year Ended 
May 31 
1958 
Gross Income (After Royalties) =) $ 228,947 
Expenditures on Exploration and Development ....................- $ 224,398 
Working Capital ie ee ee ($ 115,245) 
Crude Oil Production - Net Barrels -.......--------------:<-00----0------- 107,953 
Number of Western Naco Interest Wells Drilled -................... 14 


Footage Drilled 222 37220, eee ee 42,971 


Number of Oil Wells — Nets... ee ee 14.49 
Number of Gas Wells. Netix. 22 pe ee 1.4 

Estimated Proven Oil Reserves - Net Barrels -..............-.-.-.---- 1,000,000 
Estimated Proven Gas Reserves - Net billion cubic feet -...... 4.6 
Acreage Owned - Gross Acres 222. 219,124 


Acreage Owned = N6U Acres ee. ee eee ee 53,806 
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TO THE SHAREHOLDERS: 


Your Directors present herewith the financial 
statements of your Company for the year ended 
May 31, 1958 together with a report on operations 
to August 31, 1958. 


DRILLING 


Your Company participated in the drilling 
of 14 wells during the year ended May 31, 1958. 
This drilling resulted in 8 successful development 
wells equivalent to 2.91 net wells and 6 dry holes 
equal to 2.25 net dry holes. The majority of the 
Company’s drilling operations was centered in the 
Hughenden area of Alberta. 


PRODUCTION 


Western Naco’s net production was 107,953 
barrels, a 9.8% decrease from the 119,728 barrels 
produced in the year ended May 31, 1957. The 
increased production from the new wells drilled dur- 
ing the year was more than offset by substantial 
decreases in market allowables. 

As at August 31, 1958, Western Naco held 
interests in 48 oil wells and 4 capped gas wells, 
equivalent to 14.49 net oil wells and 1.4 net gas 
wells. Details of these producing properties are 
given on page 6 of this report. 


FINANCIAL 


Your Company’s gross income (after royalties) 
for the year ended May 31, 1958 was $228,947, 


REPORT of 
THE DIRECTORS 


August 31, 1958. 


compared with $222,387 in the previous year. This 
slight increase was due to a higher net wellhead 
price for crude oil. Capitalized expenses for the year 
amounted to $209,120 which included non-produc- 
tive drilling costs of $71,490. 


Working capital showed a deficit of $115,245 
compared with a surplus of $146,625 a year ago. 


During the year, the Company’s outstanding 
514% Secured Convertible Debentures were further 
reduced to $368,500 by conversion to common 
shares. 


LAND 


Western Naco’s land holdings on August 31, 
1958, amounted to 219,124 gross acres equivalent 
to 53,806 net acres compared with 1,310,222 gross 
acres and 171,998 net acres at the same date last 
year. The substantial decrease in acreage results 
from the surrender of large blocks of partially 
tested permit acreage in northern Saskatchewan. 


OIL AND GAS RESERVES 


Western Naco’s net proven reserves of medium 
and high gravity oil at August 31, 1958 are estimat- 
ed to be 1,000,000 barrels. Excluded from this figure 
are probable reserves at Midale and in the Lower 
Cretaceous at Drumheller, as well as all oil reserves 
at Hughenden. Production experiments on the pro- 
ducing wells at Hughenden are continuing. 


The Company’s net proven gas reserves are 
estimated at 4.6 billion cubic feet. 


EXPLORATION AND DEVELOPMENT 


The following is a summary of the Company’s 
operations during the year under review: 


SASKATCHEWAN 
Midale 


Two successful development Midale wells were 
drilled during the past year. They are both located 
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MILES 


on a 1,200-acre freehold lease in which Western 
Naco holds an 18% interest. Three additional pro- 
ducers were recently completed on this lease as a 
result of offset obligations accruing in the field. 
Your Company now holds interests in 15 gross 
wells, equivalent to 2.74 net wells in this field. 


Whiteside 


One development well was drilled at White- 
side on acreage in which your Company holds 
a 5% interest. The well was completed in late 1957 
as a successful Viking producer. 


Ravenhead 


Seismic work on this 651,448-acre block of 
permits was completed by a farmee in 1957. 
Your Company then participated to the extent of 
10% in drilling a test well. This well, Dome Spirit- 
wood No. 14-29, resulted in a dry hole and 15,879 
acres of lease were selected before the permits were 
surrenderd. 


Melfort 


In 1956 a well was drilled on this property by 
a farmee, at no cost to your Company. No work 
was carried out on these permits during the current 
year although other land holders in the immediate 
vicinity were active. The results obtained by conti- 
guous operators did not justify the retention of the 
permits in view of increased work requirements and 
they were surrendered on their anniversary date. 


Cabri Lake 


Under farmout from Western Naco and 
Dome, a farmee drilled an unsuccessful well on 
the Company’s 36,000-acre permit in this area. As 
a result of the interest earned by the farmee, your 
Company’s interest has been reduced from 20% to 
15%. A lease selection has now been made and 
the permit surrendered. 


ALBERTA 
Hughenden 

Drilling continued at Hughenden in the 
vicinity of the northern pool and resulted in 5 
additional producers and 3 dry holes for the year 
ended May 31, 1958. There are now a total of 11 
producing wells in the field. Two of the new oil 
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wells also yielded significant gas shows in upper 
horizons. The dry holes that were drilled during 
the year were step-out wells to evaluate the drilling 
reservation prior to lease selection and to earn 
additional acreage under farmout. 


The production from this field has been dis- 
appointing and further work is being carried out to 
improve production efficiency. The results to date 
have been encouraging, but until more conclusive 
results are available it is difficult to predict the 
extent to which the substantial amount of oil in 
place in this field will be economically recoverable. 


In the Czar area, some six miles east of the 
Hughenden production, Western Naco and Provo 
Gas Producers jointly earned a 100% interest, sub- 
ject to a 25% net carried interest, in 19,800 reserv- 
ation acres by drilling an exploratory dry hole. 
Following abandonment of this well, Home Oil 
Company Limited was granted a shooting option to 
carry out a seismic program on these lands. An ex- 
tension of the reservation has been obtained until 
December of this year and the work is progressing 
satisfactorily. The farmee may earn 50% of the 
interest now held by Western Naco and Provo 
Gas by drilling a test well to the Paleozoic. 


Fort McMurray 


Western Naco holds a 10% interest in a 49,767- 
acre Crown Bituminous Sands Prospecting Permit 
in this region. A core hole program was completed 
during the winter months and preparations are 
underway for further work during the coming 
winter season. 


Wabiskaw 


Western Naco held a 20% interest in a 
59,784-acre Crown Petroleum and Natural Gas 
Reservation which was farmed out to Triad Oil 
Company Limited. During the past year Triad 
completed its exploratory program and surrendered 
its option on this reservation. A lease selection was 
made based on Triad’s work and the remainder of 
the reservation surrendered. 


Respectfully submitted, 


ON BEHALF OF THE BOARD 


LOE 


L. F. FRANTZ, President. 


Acreage Position 


(As at August 31, 1958) _ 


PRODUCING PROPERTIES Productive or 
Potentially 
Productive 
Acreage Wells 
ALBERTA Gross Net Gross Net Status 
P. & N.G. Lease 
Drumheller = 2 520 260 10 5 7 producing oil, 1 suspended 
and 2 shut in 
Hughenden ==... === 440 220 iil 5.5 Producing oil 
Gross Royalty 
Bentley co 228s Pee eee fe ae 640 10 — co Producing oil 
SASKATCHEWAN 
P. & N. G. Lease 
Midale iene. ft ere Pees 1,200 219 15 2.74 Producing oil 
Whitesidepe tats. 2 ee sone 240 12 3 lls} Producing oil 
Mineral Rights 
Steelina n eee eee wees 160 80 — — Producing oil 
Halbrite 22260 26 8e ee 80 40 —_ — Producing oil 
MANITOBA 
P. & N. G. Lease 
North eVird ens 320 36 8 9 Producing oil 
East Hargrave __....................-... 40 8 1 2 Producing oil 
Mineral Rights 
NortheVirden y= sae ee 160 8 — — Producing oil 
Hast Hareraverc.. 2 == 40 2 — — Producing oil 
TOTAIZLRODUCl Ge 3,840 895 48 14.49 
NON-PRODUCING PROPERTIES 
ALBERTA Acreage 
Crown P. & N. G, Lease Twp. Rge. W. Mer. Gross Net 
Drumbellern¢ 235s Gas oe ee es ee 295. eee 19:20 -_ eee pea, Se 3,417 1,432 
‘Lurner3 Via lley ean = te meets oh. 5 ee eee 1S. eee. 1 ae eee 5 eee 3,190 3,190 
Hu phen den cg se ee. te tat ee ee cela ei aera AQ! 54 ee eee DE Oakl, S| mere tes eee Ys Ree 16,922 12,302 
TISCOCE ee we ee ed Sn ee OO ate eee 64; (6D. are 19,20" eee Aone. 5,131 256 
FLAT a pe ees eee i ae ee ees i er ae ke 12° Pee ee ae 322 32 
Many Derries p sce suet. 2 2 ae ae eee 30-6 eee AGS ‘04 + Byer nak 1 4,492 225 
Michel Indian Reserve No, 132 __....._... cee eee 544 6 aS Ae 22 eee Bier” Bak 3,924 785 
Jasper Place sits) eet aU ea ed ee 53) Fe. eee 257, -. <Reearter, Ch eee 205 20 
Moose Lake te 2 i eee 602 See. cae 6. |) eae a ee 1,603 160 
Wabiska wis, oh. 2: ee 2 et a ee eee SOSA See ee 2 . Pees i) es 12,160 2,432 
Crown P. & N. G. Reservation 
Hughenden = ee ee oe eee A0 14 eee 55:6 cue eer: 4. oe 19,800 9,900 
Crown Bituminous Sands Prospecting Permit 
orte Mic MUrT 2 yee ete eee ee 98) 23 LOPE tS eee 4a: 49,767 4,977 
Freehold P. & N. G. Lease 
Huchend ences sya ere. oer oe ee ee a ea AQ We rare (pin i bh tell Dial AS ve 4. oe 700 350 
JASPELSP aCe: se aa ae eek ee ee ae 5G Wh St... See Usha Re #8 Resta 4 See 1,869 188 
Michel Indian Reserve .._.......-....--..2.20essce-e--- By A eee eo DOW gs te a ee eee 4 453 90 
Freehold Petroleum Lease 
JASDET. PLACE Hit een aoe ae awe eee ee fas ay aera eet D5) ile Aaibeess ace Ah oe ee 160 16 
(GTOSS: Royalty pete ee ee eer eee Scattered... 11,881 552 
TOTAL - ALBERTA NON-PRODUCING ......... 135,996 36,907 


SASKATCHEWAN 


Crown P. & N. G. Lease 


Whiteside 
Kindersley 
Cabri Lake 
Pinkham 


Ralph ee ee Oe a 


MANITOBA 


Crown P. & N. G. Lease 
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BRITISH COLUMBIA 
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GRAND TOTAL ACREAGE 
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19,242 
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RESERVATION OR PERMIT - x 
SCATTERED P.€N.G. LEASES € MINERAL RIGHTS -- 
PENG. LEASES € GAS LICENSES OR LEASES-- 
OILFIELDS § SIGNIFICANT OIL DISCOVERIES 
GASFIELDS € SIGNIFICANT GAS DISCOVERIES - 
PROPOSED OIL PIPELINES 
EXISTING OIL PIPELINES 
PROPOSED GAS PIPELINES 
EXISTING: GAS) (PIPELINES: ==> => 57> > = saa 
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ASSETS 


Accounts receivable 2427-22) 3 |e ee ee 
Due from) Dome Petroleum ‘Limited 72)... 


Government of Canada bonds at cost plus accrued interest —............... 


FIXED - AT COST: 
Lease and development costs - 


Producing fwells)2).2.42.2) 2. ee ee 


Shut in wells 


Production and other equipment 


Undeveloped petroleum and natural gas 
reservations, leases and royalties EE PEGI GON. 


Exploration and other expenditures, net (Note 1) 


Office furniture and equipment 


OTHER: 


Reservation and drilling deposits 


Debenture discount and expense less amounts written off 


$ 1,701,386.81 


Western Naco Petroleums Limited 


(Incorporated under the laws of Alberta) 


1957 


207.75 
10,552.33 


10,760.08 


749,038.50 
114,855.32 


863,893.82 


265,761.92 


393,328.04 
129,854.32 
039.32 


$ 1,653,873.42 


$ 7,900.00 


nye PRS TSH! 
oe 0b, (D301 


S 52,019°89 
85.31 

1,929.90 
156,250.00 


$ 216,885.10 


$ 569,223.78 
137,038.66 
4,723.47 


$ 710,985.91 
183,012.40 


340,682.90 
149,682.17 
1,035.32 


$ 1,385,398.70 


$ 8,237.13 
$ 33,912.49 


$ 42,149.62 


$ 1,644,433.42 


BALANCE SHEET - May 31, 1958 


(With comparative figures at May 31, 1957) 


LIABILITIES and CAPITAL 


1958 1957 
CURRENT: 
Bankeloaneanavoverdratt. (SeCUred mks oe ee, $ 104,098.48 $ — 
ACCOUNTS: DAV al cwetesene Reema cc oe ie ctene or eet cE ae eee ae eee te 13,489.13 60,680.71 


Accrued deberituresin terest :5..- 0b. ome Peter Co ee 8,417.30 9,579.15 


$ 126,004.91 $ 70,259.86 


FUNDED DEBT (Note 2): 


514% Secured Convertible Debentures due July 1, 1970 
(subject to sinking fund) — 
Authorized - $2,500,000 
issmed andboutstanding seen. Meme tha 2. eee ee ee ee ek $ 368,500.00 $ 418,000.00 


CAPITAL (Note 3): 


Authorized - 4,000,000 shares of no par value 
Issued et OS LOGO cSHares | tee ee nN oi ae ee ew oe $ 1,206,881.90 $ 1,156,173.56 


$ 1,701,386.81 $ 1,644,433.42 


Approved on behalf of the Board: 


L. F. FRANTZ, Director 
M. F. STRONG, Director 


AUDITORS’ REPORT 


To the Shareholders of 
Western Naco Petroleums Limited. 

We have examined the balance sheet of Western Naco Petroleums Limited as at May 31, 1958 and have obtained 
all the information and explanations we have required. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circum- 
stances. 

In our opinion the accompanying balance sheet is properly drawn up so as to exhibit a true and correct view of 
the state of the affairs of the company as at May 31, 1958, according to the best of our information and the explan- 
ations given to us and as shown by the books of the company. 


Calgary, Alberta. CLARKSON, GORDON & CO. 
August 22, 1958. Chartered Accountants. 
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Western Naco Petroleums Limited 


Notes To Balance Sheet - May 31, 1958 


1. The company has adopted a policy of capitalizing all expenses less income received pending more 
substantial development of its properties. In conjunction with this policy no provision has been made 
for depreciation of equipment, depletion of costs applicable to producing properties or for amortization 
of exploration and development expenditures. 

The capitalized expenses and the income deducted therefrom for the period from inception of the 
company to May 31, 1958 are as follows:— neve 
Balance during “ eee aA 
EXPENSES: May 31, 1957 the year ay 31, 195 
INemeprod wet yer cari bins gee ere eee ee oe $443,253.22 $ 71,489.57 $ 514,742.79 
Adininistratives andl vencral see 1s) en se eee 169,504.25 29,161.68 198,665.93 
Production: expenses eee =m mame cts ee eee 235,104.21 80,445.84 315,550.05 
Leases writtere Off sao ee ee een a ee 21,427.67 271.45 21,699.12 
Organization expense and expense of share issue ......... 22,612.57 — 2261201 
Debenture and bank loan interest -............22..220.22-222---2---. 70,009.02 21,141.90 91,150.92 
Amortization of debenture discount and expense .......... 50,1417 4,659.18 39,800.95 
Loss:on= Sale: ot-imvestments see ee 1,024.98 1,950.00 2,974.98 
$998,077.69 $209,119.62 $1,207,197.31 

INCOME: 

Cruderotltsales Grete) a ee se $776,627.47 $221,941.89 $ 998,569.36 
Incomesirom*toyalty interests ne ree 1,982.62 6,347.38 8,330.00 
Rental votcdrilline:rigw eae Sek tee ee ee 6,074.50 — 6,074.50 
Interest earned eee pe aie a ee ta ee oe 31,880.81 658.20 32,539.01 
Profit on disposal of equipment (net) — 2. 8,427.77 — 8,427.77 

Discount on settlement of deferred 
accounts with Dome Petroleum Limited ...... 23,402.35 — 23,402.35 
$848,395.52 $228,947.47 $1,077,342.99 

Net iexpensesiors (income) es ees oe eee $149,682.17 $(19,827.85) $ 129,854.32 


During the year $49,500 par value of 5!4,% Secured Convertible Debentures were converted into capi- 
tal stock. Under the provisions of the Deed of Trust and Mortgage securing the debentures, redeemed 
and converted debentures may be applied in satisfaction of future sinking fund instalments. At May 31, 
1958 the unused sinking fund credits thus established amounted to $317,589.69, of which $37,807.68 
will be used for the sinking fund instalment due July 31, 1958 . 


30,425 shares of capital stock were issued during the year as follows:— 
29,700 shares on conversion of $49,500 par value 514% Secured 


Convertibles Debentures “4.2... 95522. 4 Bee ee ee ee eee $49,500.00 
(25 -shateson exercise of option 2... eee ee ee 1,208.34 
30,425 $50,708.34 


—— 


The following options were outstanding at May 31, 1958: 


(a) An option to Dome Petroleum Limited to purchase on or before December 31, 1962, 500,000 shares 
of the capital stock of the company at $2.00 per share until June 30, 1960 and thereafter at $2.50 
per share. The option in respect of 400,000 shares is exercisable at the present time while the option 
in respect of the remaining 100,000 shares will be exercisable on June 1, 1959 providing the com- 
pany’s management contract with Dome has not been terminated. 


(b) An option to underwriters of the 514% Secured Convertible Debentures to purchase 82,173 shares 
of the capital stock at $2.00 per share until June 30, 1960 and thereafter at $2.50 per share until 
December 31, 1962. 


184,250 shares of capital stock have been reserved for conversion of the outstanding 514% Secured 
Convertible Debentures. 


Schedule of Administrative and General Expenses 


For the Year Ended May 31, 1958 


Mianagementatee, Wie sn st ocer ct wea otaee wot cen eae eee ees ee oleae $15,000.00 
LL Garishersavent $fCCS ao semnc eseecge oe 2 ee ee a oe eel ee 2291. Ob 
SEL ba Chee nee Pale Pe ROSEN ae craa nt MOS Up ete Mid UR aia PERS Diy ee 2,000.00 
PVOLESSION Al fCGS = see ee) eas oe ew ee As aces onan ee pees 2,075.55 
Officer supplies: stationerys and: printings. eee eee ee re 3,682.09 
ELF AVO ILI 1 9 emmy re ae tela eg oh aoe occas EL eee a es PN Se 927.04 
Mielepnonewand = telegrapiiye ce): mee were ee 972.96 
Miscellaneousmexpense | ied... 2.20), cei ee Oe Sed os oer ete 1,515.04 
Wise ead «blueprints iceeca eee oe eee ek ese po ss oo ee ata oe 46.51 
PEASHTI1O me LOGS ea sats tat ee ce yeh wt ied Lean ack Seen ede Re A ec nce nau C eect 100.00 
Bank charges andi exchangelt 2: 2285.4 sat Arte Bee Be... 137.76 
Insurancea- general 7 oan 2 ac: omar one items sas cer al ee 25.00 
DOr either en Rao Pa a 288.06 

$29,161.68 


Western Naco Petroleums Limited 


Schedule of Wells drilled during year ended May 31, 1958 


Naco’s Total 
Name of Well Land Description Interest Depth 
ALBERTA 
Provo Naco Hughenden #12-27 12-27-40-7 W4 50% 2798’ 
Provo Naco Hughenden #4-22 4-22-40-7 W4 50% 2960’ 
Provo Naco Hughenden #11-27 11-27-40-7 W4 50% 2800’ 
Provo Naco T.H.0. Hughenden #13-24 13-24-40-7 W4 25% 2985’ 
Provo Naco Hughenden #15-28 15-28-40-7 W4 50% 2800’ 
Provo Naco Husky Hughenden #2-33 2-33-40-7 W4 50% 2960’ 
Provo Naco Hughenden #1-22 1-22-40-7 W4 50% 2927’ 
Provo Naco Hughenden #4-33 4-33-40-7 W4 50% 2797' 
Provo Naco Kroy Ozar #3-14 3-14-40-6 W4 50% 2925’ 
SASKATCHEWAN 
Provo Cabri Lake #7-9 7-9-25-28 W3 15% 2518’ 
Dome Spiritwood #14-29 14-29-50-11 W3 10% 2517’ 
Dome Naco Midale #13-9 13-9-6-11 W2 18% 4701’ 
Dome Naco Midale #11-9 11-9-6-11 W2 18% 4703’ 
Husky Phillips Dome Whiteside #15-11 15-11-30-26 W3 5% 2580’ 

Wells drilled in period June 1, 1958 to August 31, 1958 

Dome Naco Midale #7-9 7-9-6-11 W2 18% 4,730’ 
Dome Naco Midale #1-9 1-9-6-11 W2 18% 4,718’ 
Dome Naco Midale #13-3 13-3-6-11 W2 18% 4,727’ 
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Results 
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